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RESIDENTIAL REAL ESTATE DEVELOPMENTS
Construction activity has been at new
record high levels in recent months as de-
mands have remained strong. Supplies of
materials and labor have been adequate, and
increases in prices, wages, and costs generally
have been small. The number of new pri-
vate dwelling units started in recent months
has declined more than is usual for this season
of the year, but for the year to date has been
larger than in the corresponding period of
any other year except 1950.
Additions to the housing supply have
been very large in recent years and, reflecting
the record number of households and the
continued low level of vacancies, the number
of housing units occupied by owners and
tenants is now greater than ever before.
Sales have remained in large volume, al-
though houses are reported to be selling
more slowly than earlier, and in some areas
at somewhat lower prices. Rents generally
have continued to rise and, with the recent
removal of Federal controls except in defense
areas, are likely to rise further.
The flow of funds to finance construction
and the transfer and carrying of real estate
has been in record volume this year and
rapid growth in mortgage debt outstanding
has continued. Loans made on existing
houses have been at a new high and loans
on newly completed houses have also been
large. The increased demand for all types
of credit during the past year, and particu-
larly during the second quarter of 1953, has
exerted pressure on the available supply of
funds, and interest rates, including rates on
mortgage loans, have advanced. In some
places and for some types of loans, difficul-
ties have been reported in obtaining funds
to finance future construction.
MATERIALS AND LABOR
Construction materials and labor, with a
few exceptions, have been in adequate supply
this year, generally at slightly higher prices
and wages than a year earlier. Output of
many major materials used in construction
was in postwar record volume in the first
quarter of 1953. Since then output of some
items, after allowance for seasonal influences,
has declined. Lumber production in par-
ticular dropped sharply in the second quar-
ter. Cement production, however, has in-
creased further from the record high level
at the beginning of the year.
Manufacturers' stocks of most building
materials and equipment this year have re-
mained somewhat below the high levels of
1952. At other stages of distribution, how-
ever, stocks have generally been about as
large as at any time since the war.
Following a year and a half of relative sta-
bility, prices of some building materials rose
somewhat in the first seven months of 1953.
Price advances occurred for such major build-
ing materials as plywood and millwork,
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cement, brick, steel, copper, and gypsum
products. Prices of most other building
materials, however, showed little change.
In July the average level of prices at whole-
sale was more than 2 per cent higher than in
the winter and about the same as at the post-
war peak reached in the spring of 1951.
Employment in contract construction has
been slightly smaller this year than in 1952.
It rose less than seasonally during the spring,
and in the early summer was 5 per cent
below the record in the summer and autumn
of 1951. Recent wage increases, following
annual contract negotiations, have been fairly
widespread in construction trades and in
most have averaged between 10 and 15 cents
an hour, about the same as a year earlier.
CONSTRUCTION ACTIVITY
Total expenditures for new construction
have increased quite steadily since the end
of the war except for the leveling off in
1948-49; in the first seven months of 1953
such outlays were at a new record rate, sea-
sonally adjusted, of 35 billion dollars a year,
8 per cent larger than in 1952. Higher costs
accounted for about half of the increase.
Since March activity has increased somewhat
less than seasonally, reflecting less than sea-
sonal rises in private residential and in some
types of public construction.
Private business construction. Construc-
tion for business purposes, as is shown in
the chart, has been stable in recent months
after rising during the winter and spring.
Other private nonresidential building has
shown little change at high levels. Follow-
ing removal of credit and building controls
in late 1952, and early 1953, expenditures for
commercial structures increased sharply, and
in the first seven months of 1953 were al-
most one-half greater than the restricted
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NOTE.—Joint estimates of Departments of Commerce and
Labor, adjusted for seasonal variation by Department of Com-
merce. Total includes miscellaneous types of construction such
as farm, religious, and recreational, which are not shown sepa-
rately. Private business includes commercial, industrial, and
public utility construction. Latest figures shown are for July.
Expenditures for industrial plant, follow-
ing an appreciable decline in the second half
of last year, are again at the high level of
the first half of 1952. According to an-
nounced business intentions, plant and
equipment expenditures will continue large
through the remainder of the year.
Spending for new construction by public
utility companies, which has expanded al-
most without interruption since the end of
the war, has increased further this year and in
the early summer was at a new record level.
Demands from consumers and businesses for
additional telephone, electric power, and gas
facilities continue strong, and together with
the need for additional power facilities for
new atomic energy installations they indicate
that utility construction will remain at a high
level in the months ahead.
Public construction. This year expendi-
tures for public construction, although up
somewhat less than seasonally in recent
months, have been at a new record level, re-
flecting mainly increased outlays for defense
construction, and for some types of nonde-
fense work following the removal of controls
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on the use of materials. Construction of mili-
tary facilities has risen again following some
decline during 1952 and is now over 12
times as large as in the spring of 1950.
Building of publicly owned industrial plants,
chiefly atomic energy facilities, has risen sub-
stantially further. Highway construction,
which is financed largely by State and local
governments, has expanded moderately, re-
flecting the need for new and improved
highways to accommodate the marked in-
crease in the number of cars and trucks.
Publicly financed residential building has
changed little during the past year after
declining from the high level reached at the
end of 1951. Under the First Independent
Offices Appropriation Act, approved July 31,
the maximum number of Federally aided
units to be started in fiscal year 1954 was
reduced to 20,000 from 35,000 in fiscal year
1953; starts are limited to those contracted
for with the Public Housing Administra-
tion before July 1, 1953.
Private residential building. Dollar volume
of private residential building, seasonally ad-
justed, rose about one-fifth between the
middle of 1952 and the early spring of 1953.
Since then expenditures have increased less
than seasonally but have continued well above
1952, reflecting the large volume of work
started this past winter and early spring.
Last winter the number of private dwelling
units started declined less than usual from
the autumn level, and in March and April
rose less than usual from this high winter
level. In May starts dropped counterseason-
ally and since then have declined slightly
further, as is shown in the chart. In the
first seven months private starts amounted
to 646,000, more than in the corresponding
period of any year except 1950. The marked
preference of recent years for single-family
houses has continued. The number of multi-
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NOTE.—Bureau of Labor Statistics data for permanent family
dwelling units built in nonfarm areas. Latest figures shown
are for July.
family units started in the early months of
this year, however, was somewhat larger than
in the corresponding months of 1951 and
1952; the number financed with FHA-in-
sured mortgages, largely in connection with
defense, military, and cooperative housing
programs, was somewhat smaller.
RESIDENTIAL MARKETS
For about a decade demand for housing
space has been generally strong, reflecting
high and rising levels of economic activity
and incomes, rapid household formation,
and ready availability of mortgage credit.
In the early part of this period much of the
increasing demand was met by occupancy
of vacant units, by conversion of existing
residential and nonresidential structures to
provide additional dwelling units, and by
use of what is ordinarily regarded as tem-
porary space, such as trailers. Some de-
mands, however, were met only by sharing
of quarters, and doubling up was frequent.
In later years, as shortages of materials
and labor were overcome and mortgage
terms became more favorable to borrowers,
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new building met a greater part of the de-
mand. Population movements—both migra-
tion and local moves to improve housing
arrangements—have been large, and so have
purchases of both old and new houses.
Roughly half of the houses now occupied
by their owners have been bought since the
war, and about one-third since 1948.
Reflecting the large demand relative to
the available supply, real estate values rose
markedly and in early 1951 reached new
highs; since then values have been relatively
stable. Average rents have continued to rise
as controls have been removed in different
areas. On July 31 Federal rent controls were
removed in all except defense areas.
During the past two years a more com-
fortable balance between the supply of
housing space available and the demand
for space has become evident. Since early
1950 the number of new dwelling units
started has exceeded the net addition to the
number of households. Some of this differ-
ence represents replacement of units—tem-
porary as well as permanent—and some
represents an increase in the number of
vacancies. Over-all demand for housing
space, however, continues to increase as the
number of households continues to rise, al-
though at a slackened pace, and as migration
remains large. The proportion of consumers
planning in early 1953 to buy houses during
the coming year was larger than in 1952 or
1951, according to findings of the Survey of
Consumer Finances reported in the article
on pages 816 to 821 of this BULLETIN.
Current market for houses. The large
postwar increase in the housing supply and
the easing of the market have broadened the
range of choices available to consumers and
have been reflected in shifts in the relative
strength of demand for particular kinds of
houses and in greater diversity of price move-
ments. In varying degree in different places,
existing houses and apartments have been
meeting the needs of those families changing
their quarters, and according to trade re-
ports, both new and old houses in some
places are taking longer to sell, concessions
are being given on prices and terms, and
vacancies are appearing more frequently.
In this setting, however, purchases of both
new and existing houses have continued very
large. New house buying has fluctuated
more than old since 1951, but the general
level has changed little. Purchases of old
houses in the first half of this year continued
at the high rate of 1952, considerably above
that in 1950.
Credit extension. Changes in real estate
markets have influenced, and have been in-
fluenced by, mortgage lending activity. Gross
lending on nonfarm houses in the first half
of 1953 reached a new record level of 9.6
billion dollars, as is shown in the table. This
was slightly larger than in the second half
of 1952 and almost one-eighth larger than in
the first half. The volume of loans made to
finance the purchase of existing properties in
the first half of 1953 was somewhat larger
than that in the second half of 1952 and was
well above earlier levels; loans made to fi-
MORTGAGE LOANS MADE ON SMALL NONFARM PROPERTIES






























































NOTE.—Figures for total are from Home Loan Bank Board and
represent nonfarm mortgage recordings of $20,000 or less. Loans
made on new and existing properties are Federal Reserve estimates
based on data from Government and other sources.
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nance the purchase of new houses was not
much different from other recent years.
Lending not associated with transfer of
houses continued to rise.
After 1950, as shown in the first chart on
this page, financing with conventional mort-
gages increased and financing with Federally
underwritten mortgages declined. The de-
cline in Federally underwritten lending re-
flected a drop in both FHA-insured and VA-
guaranteed mortgage lending on new houses,
as shown in the second chart on this page.
Since mid-1952 FHA and VA loans have
risen, but are still well below earlier high
levels. This low level appears to be due to
the ability of lenders to find more attractive
uses for their funds rather than to a decrease
in the demand for loans of these types.
Recent legislation and administrative ac-
tions have had the effect of reducing some
of the hindrances to Federally underwritten
mortgage lending. On April 17, 1953, the
remaining limitations on Federally aided real
estate loans imposed under the Defense Pro-
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NOTE.—Semiannual totals. Conventional loans represent the
difference between nonfarm mortgage recordings of $20,000 or
June 30 authority to restrain credit under this
Act expired. Federally aided mortgage loans,
formerly limited under the credit regulations
to a maturity of 20 years with certain excep-
tions, may now be made with a maturity up
to the statutory maximum, which in the
case of loans insured by the Federal Housing
Administration is 25 or 30 years, depending
largely on the amount of the loan, and in
the case of loans guaranteed by the Veterans
Administration is 30 years. Also, a mini-
mum down payment on houses purchased
with VA-guaranteed loans is no longer re-
quired by Federal regulation. In early May
maximum interest rates permitted on VA-
guaranteed and most FHA-insured home
loans were increased from 4 and 4
2/4 per
cent, respectively, to 4
l/2 per cent.
On June 30, the Housing Amendments
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NOTE.—Data are from the Federal Housing Administration
less and Government-underwritten loans on 1- to 4-family houses. and Veterans Administration and represent gross amount of
Government-underwritten loans are loans insured by the Federal insurance written and gross amount of loans closed, respectively,
Housing Administration and those guaranteed or insured by the on nonfarm 1- to 4-family houses. Latest figures shown arc
Veterans Administration. for June.
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on other FHA-insured home mortgages and
giving the President authority to lower down
payments and extend maturities on FHA-
insured loans up to $12,000. This legislation
also rescinded the regulation of the Veterans
Administration prohibiting builders from
taking certain kinds of discounts in the sale
of VA-guaranteed mortgages.
The Federal National Mortgage Associa-
tion was also enabled to participate more ac-
tively in the mortgage market. The Amend-
ments authorized the Association to use for
the purchase of other mortgages part of the
900 million dollars that had been made avail-
able earlier for commitments to purchase
defense, military, and disaster mortgages.
The Association was also authorized to
contract with purchasers of its mortgages
to buy, within a year, an equal amount of
eligible mortgages from such purchasers.
This contract authority is limited to 500
million dollars and expires on July 1, 1954.
Beginning July 27, the Association offered
to sell VA-guaranteed 4 per cent mortgages
at 96, FHA-insured 4^ per cent mortgages
at 97.75, and FHA and VA underwritten
4
l/2 per cent mortgages at par. For contracts
to purchase there is a charge of 1 per cent
of the amount of mortgages covered by such
contracts and for actual purchases under con-
tracts an acquisition and service charge of
l/2 of 1 per cent of the amount of mortgages
purchased. Purchases are at par and are
limited to Federally underwritten mortgages
bearing the higher interest rates recently
authorized.
It is too early to ascertain the effects of
all these changes on Federally insured and
guaranteed mortgages. Available reports in-
dicate that even at the 4
l/2 per cent rate many
such mortgages can be placed with lenders
only at discounts from face value, the amount
of the discounts varying according to locality,
terms, and other conditions of the individual
loans.
MORTGAGE DEBT OUTSTANDING
The large number of sales of existing
properties this year has been accompanied
by an increase in debt repayment which, to-
gether with regular amortization of out-
standing debt, has brought total mortgage
debt retirement to a record rate. The ex-
tension of new mortgage credit, however,
has been even larger and mortgage debt
outstanding on 1- to 4-family nonfarm houses
increased almost 3.4 billion dollars in the
first half of 1953—about the same as in
the second half of 1952. The 61.5 billion
dollars of home mortgage debt outstanding
on June 30, 1953 was well over three times
the amount outstanding at the end of the
war, as is shown in the table. It represented
almost two-thirds of the total mortgage debt
outstanding on all real property, compared
with a little over half at the end of 1945.
MORTGAGE DEBT OUTSTANDING ON 1- TO 4-FAMILY



























































































NOTE.—For total debt outstanding, June 30 figures are Federal
Reserve estimates. Other figures are based on data from Home
Loan Bank Board, Federal Housing Administration, and Veterans
Administration. Government-underwritten and conventional
mortgage debt, annually and quarterly, is shown regularly in the
statistical section of the BULLETIN (see p. 881).
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The sharp increase in conventional mort-
gage lending relative to Federally under-
written lending after 1950 halted the rise in
the proportion of mortgage debt for which
the Federal Government has a contingent
liability. This proportion, as is shown in
the table, had increased steadily from 11 per
cent in 1939 to 23 per cent in 1945 and to
44 per cent in 1951. Since 1951 it has shown
little change.
RESIDENTIAL MORTGAGE LENDERS
The further rise this year in residential
mortgage debt outstanding has been reflected
in a general expansion in mortgage port-
folios of all major types of lenders. Among
institutional lenders, as can be seen from
the table, savings and loan associations in-
creased their holdings most, by a record
1.6 billion dollars in the first half. This
amounted to well over two-fifths of the total
increase in residential mortgage portfolios
at major institutions, including the Federal
National Mortgage Association. Commer-
cial banks and mutual savings banks in-
creased their holdings somewhat more in
the first half of this year than in the com-
parable year-ago period, and life insurance
companies added to their holdings about
as much as in each half of 1952.
INCREASE IN RESIDENTIAL MORTGAGE HOLDINGS OF SELECTED
TYPES OF FINANCIAL INSTITUTIONS






































































































NOTE.—Data for savings and loan associations represent loans
on 1- to 4-family properties, which account for more than 95 per
cent of their residential loan holdings. Data are from Home Loan
Bank Board, Institute of Life Insurance, Federal Deposit Insurance
Corporation, and Housing and Home Finance Agency; June 30
figures for life insurance companies are Federal Reserve estimates.
The Federal National Mortgage Associa-
tion increased its mortgage portfolio by
about 250 million dollars in the first half
of 1953, more than in either half of 1952.
In contrast to earlier periods, the greater
part of the increase this year—almost two-
thirds — was in FHA-insured mortgages,
largely on programmed housing in defense
areas. Most of the increase in FNMA mort-
gage holdings this year occurred before
April 13 when the Association suspended
over-the-counter purchase of all mortgages
except those on defense, military, disaster,
and Alaskan housing.
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